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1957  APARTMENT  BUILDING  EXPERIENCE  EXCHANGE 
OF  RENTAL  INCOME  AND  OPERATING  EXPENSE  DATA 


THIS  REPORT  presents  data,  for  the  fourth  successive  year,  upon 
the  operating  results  of  apartment  buildings  from  coast  to  coast.  The 
Institute  of  Real  Estate  Management  is  pleased  with  the  generous  re¬ 
ception  accorded  its  previous  efforts,  and  with  the  enthusiastic  sup¬ 
port,  indicating  that  it  is  making  good  progress  in  supplying  the  in¬ 
dustry  with  a  worthwhile,  professional  tool.  Its  continued  growth  and 
increasing  value  is  dependent  upon  the  mutual  support  of  those  who 
have  contributed  their  experience  data,  the  beneficial  use  of  the  re¬ 
port  in  professional  hands,  and  the  stimulus  of  constructive  criticism. 

This  report  tabulates  the  operating  experiences  of  229  buildings, 
while  previous  reports  included  only  202  and  146  buildings.  This 
year’s  data  was  contributed  by  93  management  firms,  as  compared  to 
a  previous  high  contribution  effort  of  54  firms.  As  we  grow,  so,  too, 
grows  the  consistency  and  validity  of  our  comparisons. 

As  a  further  step  of  progress,  all  data  in  the  new  report  has  been 
segregated  into  the  major  categories  of  elevator,  walk-up  and  garden 
type  buildings.  These  groups,  too,  have  been  subdivided  into  cities 
or  regional  areas  of  limited  size.  Buildings  have  been  classified  by 
age  within  the  major  groups,  and  separate  tables  prepared  for  co¬ 
operative  buildings  and  those  financed  by  FHA  guaranteed  mortgages. 

As  before,  the  actual  operating  costs  experienced  by  these  build¬ 
ings  has  been  reduced  to  an  annual  cost-per-room.  Well  do  we  rec¬ 
ognize  the  fallibility  of  per- room  as  a  yardstick,  but  in  the  hetero¬ 
geneous  structures  known  as  apartment  buildings,  it  is  the  best  avail¬ 
able  and  most  prevalent  measure  in  the  industry  today.  Attempts 
have  been  made  to  eliminate  some  of  the  errors  in  common  practice 
by  the  adoption  of  a  readily  understood  definition  of  “what  is  a  room.  ” 
Users  of  this  data  are  cautioned  that  to  avoid  inconsistencies,  careful 
attention  must  be  paid  a  conforming  room  count. 


COMPUTATION  OF  THE  DATA 

All  data  has  been  prepared  on  IBM  calculating  machines,  from 
individual  data  cards  on  each  building,  thus  permitting  many  types  of 
correlations,  and  averages.  Each  individual  item  of  expense,  each 
cost-per-room  is  individually  calculated  by  dividing  the  total  costs  of 
all  buildings  reporting  that  item,  by  the  number  of  rooms  represented 
by  the  buildings  concerned.  As  an  example,  in  Summary  1  in  the  col- 
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umn  for  Boston  and  vicinity,  we  find  that  most  of  the  average  costs 
have  been  determined  by  seven  buildings,  but  the  data  for  “Extra 
Service  Income"  was  reported  for  only  three  buildings.  Thus  the  sum 
of  the  dollars  of  income  reported  by  these  three  buildings  has  been 
divided  by  the  niunber  of  rooms  in  these  three  buildings,  and  not  by 
the  number  of  rooms  in  the  seven  buildings.  Each  individual  item  is 
therefore  a  correct  average  for  its  category. 

Because  not  all  buildings  report  expenses  in  each  category,  the 
sum  of  the  sub-captioned  expenses  may  not  add  up  to  the  totals.  In¬ 
stead  each  total  is  recalculated  as  the  sum  of  all  dollar  costs  from  all 
buildings  reporting  that  item,  divided  by  the  number  of  rooms  in  the 
reporting  buildings.  The  discrepancy  between  the  totals  as  averaged 
and  the  sum  of  the  individual  item  averages  is  very  minor,  and  of 
course  non-existent  in  those  cases  where  every  building  in  the  group 
reports  an  item  of  expense  in  every  category. 

On  Summaries  2,  6,  and  11,  note  that  the  costs  are  reported  as  a 
percentage  of  Gross  Possible  Income.  The  Grand  Total  of  all  ex¬ 
penses,  plus  Net  Operating  Income,  does  not  in  all  cases  equal  100 
per  cent  —  it  varies  by  the  amount  of  Loss  through  Vacancy. 

To  simplify  this  report,  the  number  of  buildings  reporting  in  each 
category  is  shown  in  parenthesis  before  the  data.  The  use  of  the  num¬ 
ber  of  pertinent  rooms  would  make  the  chart  impractical  to  read.  The 
number  of  buildings  reporting,  however,  gives  the  user  some  meas¬ 
ure  of  the  breadth  of  the  experience  behind  any  particular  item. 


USING  THE  REPORT 

The  Index  of  Summaries  shows  that  each  type  of  building  (elevator, 
walk-up,  and  garden-type),  has  similar  experience  tables;  per-room 
costs  by  geographical  neighborhood,  followed  by  percentage  of  gross 
possible  income,  classified  by  age,  and  by  special  categories  such  as 
cooperatives,  and  FHA  financed. 

In  application  of  this  data,  be  ever-conscious  that  it  represents  the 
actual  experiences  of  other  buildings.  The  figures  are  averages,  the 
mean  between  extremes  of  good  and  bad,  high  quality  and  low  quality. 
Such  data  should  not  then  be  regarded  as  a  goal  to  be  achieved,  but  as 
averages  of  mediocrity  to  be  exceeded  by  better -than- average  man¬ 
agers. 


Each  building  differs  from  another,  each  has  special  circum¬ 
stances  which  govern  its  results.  In  making  use  of  these  summaries 
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for  comparison  with  your  own  operation,  give  full  recognition  to  the 
special  features  of  your  own  building. 

How  is  that  to  be  done?  On  a  wide  columnar  sheet  set  down  on  the 
left  of  the  sheet  the  captions  shown  on  the  Experience  Exchange  Sum¬ 
maries.  Refer  to  the  Institute’s  Uniform  Chart  of  Accounts  to  see 
best  how  to  arrange  items  of  your  own  expenses  if  they  are  not  al¬ 
ready  classified  and  grouped  as  shown  in  the  chart. 

I  In  the  first  column  set  down  the  operating  results  of  your  own 
property.  In  the  second  column  write  in  the  data  from  the  Experience 
Exchange,  using  the  proper  major  type  of  property  and  the  appro¬ 
priate  geographical  area.  In  a  third  column  set  down  data  for  a  sim¬ 
ilar  age  group  of  properties.  In  a  fourth  column  set  forth  the  experi¬ 
ences  of  buildings  in  special  categories  as  may  be  applicable.  A  fifth 
column  may  include  figures  of  other  categories,  but  using  only  those 
items  pertinent  (i.  e.  heating  costs  of  other  types  of  buildings,  or 
tenant  service  costs  from  buildings  offering  a  high  degree  of  service). 
You  will  note  that  heating  costs  are  similar  for  both  walk-up  buildings 
and  elevator-type  in  the  same  geographical  area.  Note,  too,  that 
operating  costs  tend  to  be  higher  in  older  buildings  even  though  in¬ 
come  may  be  about  the  same.  Interpolate  your  building  average  in¬ 
come  for  the  average  income  groups  in  various  income  ranges  in  dif- 
j  ferent  summaries. 

Only  by  the  use  of  intelligent  analysis  of  your  own  subject  property 
coupled  with  pertinent  comparisons  drawn  for  various  component 
costs  of  other  experience  averages,  can  you  tell  whether  your  build¬ 
ing  is  doing  better  or  more  poorly  than  the  average.  The  same  care- 
I  ful  reasoning  and  analysis  of  special  characteristics  of  properties 
must  be  applied  in  projecting  costs  of  hypothetical  buildings,  when 
this  data  is  used  in  estimating  future  income  for  proposed  build¬ 
ings. 

THE  TREND  IN  APARTMENT  BUILDINGS 

Of  special  interest  is  the  report  on  49  buildings  on  each  of  which 
data  has  been  submitted  for  four  consecutive  years.  Any  inconsis¬ 
tencies  of  method  of  room  count  or  classification  of  expense  is  thus 
minimized  and  the  trends  are  clearly  indicated.  In  each  case  the 
growth  of  gross  rental  income  may  be  noted,  consistently  for  the  past 
four  years,  the  overall  average  being  9  per  cent  from  1954  through 
1957. 


Inevitably,  this  income  growth  has  been  accompanied  by  larger  ex¬ 
penses.  Maintenance  costs  may  vary  from  year  to  year  due  to  a  major 
amount  of  repair  work  but,  in  general,  the  greatest  increases  have 
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appeared  in  the  costs  of  wages  and  taxes.  Each  category  of  building 
has  shown  a  drastic  increase  in  taxes,  being  16  per  cent  in  elevator 
buildings,  18  per  cent  in  walk-ups,  to  a  high  of  60  per  cent  reported 
in  three  garden-types.  The  overall  average  increase  in  taxes  in  46 
buildings  is  20  percent  in  four  years. 

Insurance  also  is  one  of  the  fixed  costs  which  has  increased  dras¬ 
tically.  While  insurance  rates  for  fire  protection  have  decreased  in 
some  areas,  larger  valuations  have  forced  up  total  insurance  costs. 
Liability  rates  as  well  as  limits  of  coverage  have  caused  this  type  of 
insurance  protection  to  continue  upward. 

The  steady  upward  climb  of  both  income  and  expenses  leaves  the 
race  much  in  doubt.  In  elevator  buildings  net  income  forged  ahead  for 
three  years,  but  fell  below  1954  during  the  past  year.  Walk-up  build¬ 
ings  found  that  net  income  had  dropped  greatly  in  1956,  and  was  only 
partly  caught  up  in  1957.  Garden-type  buildings  showed  greatest  net 
income  for  four  years  in  the  immediate  past  1957.  The  overall  aver¬ 
age  of  49  buildings  of  all  types  shows  net  income  for  1957  about  on  a 
par  with  1954  in  spite  of  a  gross  rental  increase  of  9  per  cent. 


THE  TREND  IN  OFFICE  BUILDINGS 

The  industry  is  indebted  to  the  National  Association  of  Building 
Owners  and  Managers,  not  only  for  their  pioneering  in  the  field  of 
operating  costs  experience  exchange,  but  also  for  the  integrity  and 
consistency  with  which  they  have  improved  their  reports  on  office 
buildings.  For  38  consecutive  years  they  have  given  this  most  useful 
tool  to  the  business  world.  It  would  be  superfluous  and  redundant  to 
attempt  any  separate  coverage  of  experience  in  office  buildings,  and 
with  a  dutiful  bow  to  our  predecessors,  we  take  pleasure  in  referring 
those  who  wish  more  exhaustive  data  on  office  building  operation  to 
this  source. 

The  1957  report  of  the  National  Association  of  Building  Owners  and 
Managers  discloses  the  following  trends.  The  average  office  rental 
rate  for  1957  was  $3.  76,  up  18  cents  per  square  foot  from  1956,  a 
gain  of  5  per  cent.  Operating  costs  before  financial  charges  are 
$2.59,  up  12  cents,  an  increase  of  4.7  per  cent.  Operating  net  is  97.1 
cents  per  square  foot,  compared  to  93.7  cents  in  1956.  The  operating 
ratio  is,  unfortunately,  increasing,  consuming  72.  6  cents  of  every 
dollar  of  revenue.  Occupancy  is  continuing  to  decline.  It  is  97.  2  in 
1957,  a  decrease  of  .  6  per  cent.  Store  rentals  improved  in  1957,  the 
average  going  up  from  $3.81  to  $4.  00  per  square  foot. 
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THE  TREND  IN  HOTELS  AND  MOTELS 

In  similar  humble  vein  we  acknowledge  our  indebtedness  to  the  ac¬ 
counting  firm  Harris,  Kerr- Forester  and  Company,  which  annually 
publish  their  “Trends  in  the  Hotel  Business,”  a  report  giving  detailed 
operating  statistics  on  400  major  hotels  located  in  200  cities  and 
towns  in  the  U.  S.  In  this  year’s  report  they  include  data  on  the  oper¬ 
ation  of  motels  of  the  larger  type,  those  with  characteristics  of  met¬ 
ropolitan  hotels. 

Gross  revenues  in  1957  surpassed  all  previous  years  (the  eighth 
year  of  new  highs).  However,  profit  after  depreciation  was  3.  2  per 
cent  lower  than  in  1956.  Room  rates  continued  their  advance  but  oc¬ 
cupancy  declined  for  the  eleventh  consecutive  year,  and  the  1957 
average  of  71.2  percent  was  the  lowest  since  1941.  Larger  cities  had 
occupancy  rates  of  73  per  cent  to  80  per  cent,  while  most  smaller 
cities  had  averages  of  65  per  cent  or  less. 

Food  sales  in  hotels  improved  dollar-wise,  but  fewer  covers  were 
served.  Compared  to  1947,  food  sales,  room  sales,  and  beverages 
increased  30  per  cent  while  the  operating  costs  of  these  departments 
increased  25  per  cent.  General  hotel  income  has  increased  29  per 
cent  in  ten  years,  while  cost  of  administration,  promotion,  heat,  light 
and  power,  and  maintenance  has  increased  40  per  cent. 

Residential  hotels  increased  their  revenue  by  3.  6  per  cent,  while 
costs  increased  3.  9  per  cent.  Occupancy  is  at  81.  8  per  cent,  a  de¬ 
crease  of  2. 1  per  cent.  Profit  before  depreciation  averaged  20.  1 
;  per  cent. 

Motor  hotels  experienced  a  decline  in  occupancy  of  .  4  per  cent  to 
73.  9  per  cent.  Rates  increased  from  1  per  cent  to  2.  4  per  cent  while 
I  costs  increased  double  these  figures. 

The  thanks  of  the  Research  Committee  of  IREM,  indeed  of  the 
entire  industry,  is  due  those  managers  who  have  so  kindly  cooperated 
I  by  submitting  data  on  their  properties.  It  is  hoped  as  time  goes  on 
)  help  will  be  extended  by  hundreds  more,  so  that  this  survey  can  be¬ 
come  even  more  meaningful  to  building  managers,  property  devel¬ 
opers,  mortgagees  and  the  entire  public  who  may  be  interested  in  the 
operation  of  apartment  buildings. 


Chicago,  1958 


William  S.  Everett 

Chairman,  Research  Committee 

Institute  of  Real  Estate  Management 
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Grand  Total  -  All  Expenses  (9)  109.81  (31)  158.59  (42)  167.98  (44)  193.40  (11)  202.  14  (137)  171.69 
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Net  Operating  Income  (5)  207.  95  (2)  248.96  (2)  149.08  (13)  167.82  (1)  65.78  (4)  130.76  (27)  182.  56 


1957  OPERATING  COSTS  -  GARDEN  TYPE  BUILDINGS  -  PERCENTAGE  OF  GROSS  POSSIBLE  INCOME 
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Note:  Includes  reports  from  Tuscaloosa,  Ala.  (1);  Los  Angeles  (1);  Pasadena  (2);  San  Mateo  (1);  Canon  City,  Colo.  (1);  Miami,  Fla.  (1);  Chicago  (1); 
Baltimore  (2);  Boston  (2);  Detroit  (1);  Jackson,  Miss.  (3);  New  Madrid,  Mo.  (1);  Elizabeth,  N.J.  (1);  Englewood,  N.  J.  (2);  Portland,  Ore.  (1); 
Chattanooga,  Tenn.  (2);  Houston,  Va.  (4);  Newport  News,  Va.  (2) 


FOUR  YEAR  COMPARISON  OF  INCOME  AND  EXPENSE  PER  ROOM  ON  49  BIRLDINGS  FILING  REPORTS  ON  EACH  OF  THE  YEARS 
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FOUR  YEAR  COMPARISON  OF  INCOME  AND  EXPENSE  PER  ROOM  ON  49  BUILDINGS  FILING  REPORTS  ON  EACH  OF  THE  YEARS 


t^^oOsO’^mooo 

foao>OfvJot^r-oo 

o^^for-oomoooo' 

^  9s  ^  rsj  CO  04 


9s  o  fO  fO  0“  ^ 


for-mo4o^c^o^ir>9^ 
^  ^ 


aocor^>-4ir>9^rs]^ir) 

co^<-->o4r*»t/>o9'r** 

o  r-  ^  ^  oi  ^ 

CO  ^  CO  CO  CO 


v9il^^^9sir)9s9\9s 
^  ^ 


CO  9^  ^  00  00  ^ 

00  ^  CO  O'  04  00  ^ 

•  •II  •  •  •  •  • 

CO  00  lO  9^  ^  0- 


CO  lf>  ^  fO 


lO  lO  CO  ^  I  CO  iTl 


^  ^  CO 


m  lO  ^  rf  fsj  cO  lO 


^  9s  ^  M  o 

r-  i-H  04  ^ 

•  •II  •  I  •  •  • 

o  ^  cO  CO  9" 


9s  oj  r- 

^  Ol  o  O' 

•  •••II  • 

m  CO  ^  co  ^ 


m  ^  I  I  m  I  m  CO  lO 


lf>  lO  ^  ^  I  I  lO 


ir>  to  I  ^  I  I  to 


|:fl 

<  <j  ^  c 

u  a)  n)  ^ 
a  O  >  O 

>  0,  3  ^ 

^  !• 

4)  w  j;  nj 

««  S  H  3 

(fl  o 

i  o  S  < 


o  .  «  a 
3  c  c  X 
•tJ  «  W 
•2  E  ^  M 


<;  c  £  a 

•»  6  §2 

&c  4)  Q  l4 

C  6C  ■“ 
■•S'®  5.'  r° 
rt  c  >  H 

fli  _J 


>  oSf 

;  .  CL  . 

,  ^  C 
i"  «i  *0,  rt 
2 

I  "3  '»  "S 
ffl  -o  3 


D  n  2  w 


a  X  41 
2  <1  4) 
£  H  In 


19 


Net  Operating  Income  (5)  130.62  (5)  128.27  (5)  119.75  (5)  132.00  (49)  132.  51  (49)  134.70  (49)  128.  17  (49)  131.60 


DEFINITION  OF  ROOM  COUNT 


For  the  purposes  of  uniformity,  the  Committee  has  adopted  the  following  method  of  counting  the 
number  of  rentable  rooms: 

(1)  All  habitable  or  rentable  rooms  (except  kitchens  and  dining  alcoves  as  noted  in  the  excep¬ 
tions  below)  shall  be  located  on  exterior  walls  and  have  their  own  natural  light  and  ventilation. 
Baths,  porches,  halls,  and  closets  are  not  counted. 

(2)  A  combined  kitchen  and  dining  space,  if  it  shall  have  natural  light  and  ventilation,  space 
for  appropriate  equipment  and  permit  simultaneous  use  for  dining  and  performance  of  kitchen 
operations  is  counted  as  two  rooms  if  the  area  exceeds  140  square  feet,  or  1-1/2  rooms  if  the 
area  is  more  than  105  square  feet,  but  counts  only  as  one  room  if  the  area  is  less  than  105 
square  feet.  Kitchens  having  no  partition  separation  from  other  rooms  or  which  permit  a  view 
of  the  major  portion  of  the  equipment  and  working  areas  from  adjacent  rooms  are  counted  as 
one -half  room. 

(3)  Not  more  than  one  dining  space,  whether  it  be  a  dining  room  or  a  dining  alcove,  is  in¬ 
cluded  in  the  room  count. 

(4)  If  the  living  room  and  dining  area  do  not  have  physical  separation  by  a  partition  or  room 
divider,  they  are  coimted  as  one  room,  unless  the  combined  areas  shall  be  not  less  than  260 
square  feet. 

(5)  Efficiency  xmits  are  counted  as  1-1/2  rooms,  if  they  contain  a  living  room,  bath,  and  en¬ 
closed  kitchen  (minimum  size  3x5  feet)  complete  with  stove,  sink  and  refrigerator;  they  are 
counted  as  two  rooms  if  they  have,  in  addition,  an  entrance  foyer,  dressing  closet  adequate 
for  a  chest  of  drawers,  and  separate  dining  space. 
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